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Abstract 
SMEs always of impact of dynamic market forces and the demands from their customer. Today 
product life cycles are becoming shorter and at the same time SME customers, normally mass 
production customers, expect shorter product development cycles from their vendors. This 
creates a duel pressure on SMEs for market orientation and develop flexibility for a large variety 
of components.  
The study examines the implications of market orientation (an internal, culturally factor) and 
planning flexibility (an internal, process factor) on business performance in small and medium-
sized firms. In addition, the conceptual model incorporates the market dynamism (an external 
factor) as a moderator on business performance. A number of hypothesized relationships are 
tested with a sample of small and medium-sized manufacturing firms in Pimpari-Chinchwad 
industrial area. The results suggest that while, in general, both market orientation and planning 
flexibility positively influence firm performance, planning flexibility exerts a negative pressure 
on performance in highly dynamic markets.  Various Business pressures and managerial 
implications of these forces and other findings are discussed. 




The purpose of the present study is to 
investigate the intertwined roles of ‘market 
orientation’,  “a must cultural factor” – and 
‘strategic planning flexibility’ – an internal, 
process factor – in achieving superior 
organizational performances. To this end, a 
contingency model is used that helps to 
understand the complex relationship of both 
forces on SME performance, and thus 
complementing the effects of one another as 
they jointly improve the organization’s 
ability to adapt to the changes in the 
environment and deliver superior customer 
value. In addition, based on the findings in 
prior research that market orientation and 
planning flexibility work best under highly 
dynamic marketplace conditions, our model 
incorporates the market dynamism(an 
uncontrollable, external factor) as a 
moderator that affects on SME performance. 
A hypothesis are  developed concerning the 
effects of market orientation and planning 
flexibility on SME performance. Market 
dynamism is incorporated in theoretical 
analyses and appropriately  discussed   its 
moderating role in the performance impacts 
of SMEs. We test our hypotheses using data 
from 50 manufacturing SMEs in Pimpri 
Chinchwad MIDC area.  
2.0 LITERATURE REVIEW 
Factors contributing to the competitive 
performance of small and-medium-sized 
firms (hereafter SMEs) have long been 
attracting the attention of researchers and 
business owners/managers. Research in the 
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strategic management literature provides a 
long list of strategic, structural, managerial, 
cultural and procedural aspects as 
antecedents of high performance in SMEs 
(e.g. Churchill and Lewis, 1983; Covin and 
Covin, 1990;Deshpande and Parasuvaran, 
1986; Shuman et al, 1985). The main 
postulate of this research stream is that 
superior performance in the competitive 
arena requires an effective combination of 
all relevant internal organizational elements, 
i.e. strategy, culture, climate, processes and 
procedures enabling greater adaptability to 
the rapidly changing customer preferences 
and dynamic marketplace factors (Baker et 
al., 1999; Namanand Slevin, 1993). 
Accordingly, a market-oriented 
organizational culture and flexible strategic 
planning approach have been suggested as 
key performance leverages for business 
firms (e.g. Barringer and Bluedorn,1999; 
Slater and Narver, 1998). 
Market orientation is a specific form of 
organizational culture that focuses on 
‘delivering products and services valued by 
customers, usually accomplished through 
ongoing monitoring of market conditions, 
and adaptation of organizational responses’ 
(Grewal and Tansuhaj, 2001: 67). Pelham 
and Wilson (1996) assert that a market 
oriented culture is the main source of 
competitive advantage for today’s business 
firms,facilitating customer-driven value 
creation. A market oriented organizational 
culture may work as a critical driver of 
various aspects of superior performance, 
including product quality, new product 
success, and profitability not only for large-
scale firms (e.g. Deshpande et al., 1993; 
Hult and Ketchen, 2001; Jaworskiand Kohli, 
1993; Kohli and Jaworski, 1990; Morgan 
and Strong, 1998; Narver and Slater, 1990; 
Noble et al.,2002; Slater and Narver, 1994) 
but also for SMEs (e.g. Appiah-Adu and 
Singh, 1998; Pelham, 1999, 2000;Pelham 
and Wilson, 1996). 
3.0 Hypothesis 
H1: The level of market orientation in SMEs 
will have a positive impact to  their overall 
performance. 
H2: planning flexibility in SMEs helps 
positively to improve their overall 
performance. 
4.0 RESEARCH METHODOLOGY 
Data were collected through face-to-face 
interviews with top executives of the SMEs 
in the Pimpari-Chinchwad industrial area.  
The sampling frame consists of randomly 
selected 50 manufacturing SMEs employing 
less than 200 employees. Structured 
interview was conducted and findings are  
noted down. The major focus of interview 
was on the market development, 
relationships with their customers the new 
product development expectations from 
customers and relative impact in their 
production facilities and planning schedules. 
The researcher also tried to collect impact 
on financial results and the cash outflow for 
developing planning flexibility. 
Measurement of Ideas: 
In this studied, researchers used  Likert 
scales with stays strongly disagreed  (= 1) 
and strongly agree (= 5). This scale 
comprises of things measuring the Customer 
Orientation (6 things), Competitor(s) 
Orientation (4 things), and Interfunctional 
Coordination (5 things) segments of 
business sector introduction. At last, seven 
things are received from Homburg et al. 
(1999) to quantify distinctive viewpoints of 
SME execution, for example, profitability, 
piece of the overall industry, consumer 
loyalty, and flexibility.  
5.0 Analysis  
As it is found in the correlation matrix,  the 
majority of the variables are correlated 
positively and significatant to each other. 
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Table 1. Correlations Matrix  
 
Variable  M SD 1 2 3 4 
Market 
Orientation 
5.77 .83 1.000  
 















5.10 1.00 .57** .26** .45** 1.000  
 
       
Notes: N = 312; *p < 0.05; **p < 0.01  
 
From the above table no.2,  it found that 
planning flexibility is posited as the 
dependent variable and market orientation as 
the independent variable in order to test for 
the statistical significance of the 
hypothesized positive relationship between 
them.
 Table 2. After effects of Analyses  
 
Independent Variables Dependent Variable 
 Arranging  
(Model 1) 
Flexibility 
(Model 2)  
Performance 
(Model 3) 
 Std. B t Value Std. B t Value Std. B t Value 
Market Orientation 0.17 3.10** 0.57 12.28** 0.51 11.51** 
Planning Flexibility -- -- 0.14 2.97** 0.15 3.41** 
Market Dynamism  -- -- -- -- 0 .20 4.30** 
Market dynamism * 
Market Orientation 
 
-- -- -- -- 0.16 3.53** 
Market Dynamism * 
Planning Flexibility 
-- -- -- -- 0.19 4.41** 








 Notes: N = 
312 
 **p < .01;  *p < .05  
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Other thing, overall SME performance is 
posited as the dependent variable, and 
market orientation and planning flexibility 
as its predictors. Next, in order to test for the 
moderating effects of market dynamism, two 
(two-way) interaction terms representing 
moderating effects of market dynamism on 
the impacts of market orientation and 
planning flexibility on firm performance are 
incorporated into the analyses.  
Also, market orientation is a significant 
driver of planning flexibility, and, more 
importantly, both of them are positively 
related to SME performance. The 
performance impact of market orientation is 
found to be stronger than that of planning 
flexibility. Concerning the moderating role 
of market dynamism, we see that the 
positive performance impact of market 
orientation on SME performance becomes 
even stronger in highly dynamic markets; 
whereas, contrary to our expectations, the 
positive performance impact of planning 
flexibility declines fast and turns to negative 
as market dynamism increases. 
6.0 Observations and Findings 
Some of the interesting observations are: 
1. SMEs working for automobile giants 
face more problems in market 
orientation and developing 
production capacities. 
2. Initially,it creates mental and 
financial stress but the payback is 
early. 
7.0 Conclusion  
The variables were chosen to speak to 
various parts of hypothetical relations inside 
the applied system. To speak to authoritative 
society and system, we utilized the build of 
'business sector introduction'; to consolidate 
the vital administration process, we 
examined the impacts of 'arranging 
flexibility'; and, all together to check natural 
possibilities, we included 'business sector 
dynamism' in our examinations. The 
Ensuing examination could duplicate our 
study in more extensive inspecting 
connections and augment our hypothetical 
model by concentrating on the impacts of a 
bigger arrangement of variables. Case in 
point, and in addition market introduction, 
other key introductions (e.g. Innovative 
introduction and entrepreneurial 
introduction) or the subdimensions of it (e.g. 
client introduction, contender introduction, 
and so forth.), or other assignment and 
general ecological variables (e.g. 
vulnerability, turbulence, focused force, and 
so on.) could be researched. In like manner, 
concentrating on different measurements of 
flexibility, other than arranging flexibility 
(e.g. producing flexibility, authoritative 
flexibility, and so on.), and other 
measurements of vital arranging (e.g. 
filtering power, arranging skyline, and so 
forth.) could speak to further roads for 
building up the connections uncovered in 
this research.  
All in all, our findings recommend that 
SMEs need to create both a proactive 
market-situated society and a flexible 
procedure of key arranging. It is critical to 
note, be that as it may, that building up a 
settled in business sector arranged 
authoritative society that is shared by a 
larger part in the association requires (1) 
responsibility what's more, administration of 
top directors, especially the proprietor 
administrator, and (2) improved formal and 
casual strategies and social curios (e.g. 
images, mottos, functions, and so forth.) 
supporting the business sector introduction. 
Despite the fact that Harris and Ogbonna 
(1999) caution strategists about the 
difficulty of creating a social change 
towards a more market-arranged association, 
a transformative methodology for 
socialization may work better in smaller  
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associations where proprietor directors' 
dedication to higher client quality might be 
transmitted all the more effectively to the 
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